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DETERMINING CHILD CARE MARKET RATES
IN THE STATE OF TENNESSEE

Introduction

The business of determining appropriate child care market rate subsidy payments is a

complex, state-specific process. The goals and structure of state child care subsidy programs are

quite different from state to state. While there is much debate on methods across the different

states, there does not appear to be one specific “right way” of determining these rates that is

applicable across all states. The Center for Business and Economic Research at the University of

Tennessee has worked closely with the Tennessee Department of Human Services to determine

the most appropriate Tennessee-specific structure for calculating child care market rates. The

following discussion outlines the specific process by which the recommended rates were

determined.

Methodology

In an effort to provide adequate subsidy payments to Tennessee child care providers relative to

their costs, a Market Rate Survey is conducted annually to determine the maximum payment

reimbursement rates for subsidized child care in the state. Providers caring for children who

qualify for assistance through the Subsidized Child Care program are currently reimbursed for

care at the Market Rate or at the private-paying rate, whichever is lower. Currently the state of

Tennessee sets its market rates at the 70th percentile of reported rates.

The Market Rate data are gathered from an Annual Reporting Survey that is required by

all licensed child care agencies in the state of Tennessee. Rate data for all active child care

providers across the state are collected and reported for three provider categories: Daycares,

Group Homes, and Family Homes.  Within each provider category, rates are further categorized

by age of child (infant through school-age) and by type of rate (i.e., daily, weekly, monthly, full-

time). 
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In order to minimize bias, only data for those agencies with less than 50 percent subsidies

are used in calculating the Market Rates. Further, it is necessary to perform some adjustments to

the raw data before the Market Rates are calculated. Multiple fee structures are reported across

all categories of providers (i.e., daily, weekly, monthly), therefore all rates are first converted to

one single, standard weekly rate using the following conversion: weekly and full-time rates are

used as reported; monthly rates are divided by 4.33; and daily rates are multiplied by 5. For

instance, a $433 monthly rate is divided by 4.33 to get a $100 weekly rate. Similarly, a reported

daily rate of $20 is multiplied by 5 to get a weekly rate of $100. In the event that more than one

rate structure is reported within a single age category for an agency, an average weekly rate is

computed from the calculated standard weekly rates.

In an effort to exclude part-time rates from the market rate calculations, facilities

reporting fees under $40.00 per week for Infant through 5-Year Olds are excluded in determining

the average cost of care or percentile rankings of cost. Likewise, weekly fees for Before and

After School care of less than $30.00 per week are not included.

The Market Rate is calculated for the following age categories: Infants; Toddlers; 2-5

Years Old; and School Age. Simple averages are calculated for the ages within each category.

The average fees are ranked from highest to lowest, and the 70th percentile for each age bracket

and provider category are calculated. The 70th percentile is the point in the ranked data where 30

percent of the reported rates are higher and 70 percent are lower. Note, that a Market Rate is not

an average rate. Percentiles are reported for two groups of counties, as well as the state as a

whole. The first group includes those Tennessee counties which were either one of the top-15

highest 2001 population counties or one of the top-15 highest 1998-2000 average per capita

personal income counties. This criteria yielded 17 counties to include Anderson, Blount,

Bradley, Davidson, Hamilton, Knox, Loudon, Madison, Montgomery, Robertson, Rutherford, 
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Shelby, Sullivan, Sumner, Washington, Williamson, and Wilson counties.  The second group

contains all other 78 Tennessee counties.

The School-Age care presents some unique problems. Costs of care for school-aged children are

reported in several sub-categories: Before School care only; After School care only; Before and

After School care; School Weekly; School Full-Time; School Monthly; and School Daily. Two

categories of School-Age care were determined: School-Age Out and School-Age In. The School-

Age Out category represents rates charged for children Kindergarten through 17 years when

school is not in session and care is provided all day. An average weekly rate was computed for

School-Age Out using the School Full-Time, School Weekly, and School Monthly divided by

4.33 rates. The School-Age In category represents rates charged for children Kindergarten

through 17 years when school is in session and care is not provided for a full day. The School-

Age In weekly rate was determined by averaging the School Before and After, School After,

School Daily times 5, and 5-Year Before and After rates.

Conclusion

Three summary tables are attached. Table 1 includes summary data for the 17-highest

ranking Tennessee counties as defined above. The remaining 78 counties were aggregated and

results are presented in Table 2. Table 3 contains summary data for all 95 Tennessee counties. As

shown in the tables, calculations were made at the 70th, 75th, 85th and 90th percentiles for the two

aggregated sets of counties, as well as for the state as a whole. The average weekly rate charged,

as well as the number of providers in each age group is shown for each provider type. The

following tables can be used in establishing appropriate policy regarding child care subsidy

reimbursement rates by county.
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TABLE 1
TOP-15 HIGHEST 2001 POPULATION AND TOP-15 HIGHEST AVG 98-00 PER CAPITA PERSONAL

INCOME COUNTIES
(50% or less subsidies)

DAYCARE CENTERS
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket           $     118.68          $      110.10            $     99.09           $        84.95               $    56.65 

70th Percentile Fee for Age Bracket  $    128.00  $     116.00  $    101.25  $        75.00  $    50.00 
75th Percentile Fee for Age Bracket  $    130.00  $    120.00  $   105.34  $        80.83  $    55.00 
85th Percentile Fee for Age Bracket  $    145.00  $     130.17  $    116.25  $        98.00  $    65.00 
90th Percentile Fee for Age Bracket  $    150.07  $    135.00  $   122.50  $       105.00  $     71.40 

Offering Care in this Age Bracket 635 731 1088 321 493

Total Facilities 1771

GROUP HOMES
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $      96.69  $      93.75  $     86.24  $        68.62  $     47.71 

70th Percentile Fee for Age Bracket  $    100.00  $      95.00  $     90.00  $        80.00  $    50.00 
75th Percentile Fee for Age Bracket  $    100.00  $    100.00  $      91.25  $        80.00  $    50.00 
85th Percentile Fee for Age Bracket  $     118.25  $    107.00  $     97.50  $        85.00  $    55.00 
90th Percentile Fee for Age Bracket  $    120.00  $    120.00  $   100.00  $        89.50  $    56.50 

Offering Care in this Age Bracket 157 165 196 42 68

Total Facilities 204

FAMILY HOMES
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $      87.56  $      85.32  $      81.52  $        63.00  $    52.07 

70th Percentile Fee for Age Bracket  $      90.00  $      90.00  $     85.00  $        70.00  $    50.00 
75th Percentile Fee for Age Bracket  $      95.00  $      90.50  $     86.06  $        75.00  $    50.00 
85th Percentile Fee for Age Bracket  $    100.00  $      97.75  $      93.13  $        77.50  $    69.25 
90th Percentile Fee for Age Bracket  $    105.00  $    100.00  $      98.13  $        80.00  $    74.00 

Offering Care in this Age Bracket 201 204 216 51 23

Total Facilities 221

*Includes Anderson, Blount, Bradley, Davidson, Hamilton, Knox, Loudon, Madison, Montgomery, Robertson, Rutherford, Shelby, Sullivan,
Sumner, Washington, Williamson, and Wilson counties.
Note: Facilities reporting under $40 per week for full-time care and $30 per week for School Age In were excluded from the analysis. 
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TABLE 2
OTHER COUNTIES*   (50% or less subsidies)

DAYCARE CENTERS
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $     80.66  $      77.35  $     71.44  $        58.02  $    41.27 

70th Percentile Fee for Age Bracket  $      85.00  $     82.50  $    75.00  $        65.00  $     45.00 
75th Percentile Fee for Age Bracket  $      90.00  $     85.00  $    76.25  $        68.00  $     45.00 
85th Percentile Fee for Age Bracket  $      95.00  $     90.00  $    81.50  $        75.00  $     50.00 
90th Percentile Fee for Age Bracket  $    100.00  $     94.90  $    85.00  $        75.00  $     50.38 

Offering Care in this Age Bracket 279 322 467 113 198

Total Facilities 810

GROUP HOMES
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $      70.56  $      68.61  $     66.89  $        60.00  $     40.39 

70th Percentile Fee for Age Bracket  $    75.00  $    70.00  $     70.00  $        65.00  $    45.00 
75th Percentile Fee for Age Bracket  $    75.00  $    75.00  $     70.00  $        70.00  $    45.00 
85th Percentile Fee for Age Bracket  $    80.00  $    75.00  $     75.00  $        72.50  $    50.00 
90th Percentile Fee for Age Bracket  $    85.00  $    80.00  $     75.00  $        75.00  $    55.00 

Offering Care in this Age Bracket 201 211 260 71 70

Total Facilities 270

FAMILY HOMES
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $      64.93  $      64.02  $      62.97  $        59.13  $    45.81 

70th Percentile Fee for Age Bracket  $      65.00  $      65.00  $      65.00  $        62.60  $    55.00 
75th Percentile Fee for Age Bracket  $      70.00  $      65.00  $      65.00  $        65.00  $    58.75 
85th Percentile Fee for Age Bracket  $      75.00  $      70.00  $      70.00  $        65.00  $    60.25 
90th Percentile Fee for Age Bracket  $      78.00  $      80.00  $      75.00  $        65.00  $    68.50 

Offering Care in this Age Bracket 215 221 230 57 34

Total Facilities 233

*Excludes Top 15 Highest 2001 Population and Top 15 Highest 98-00 Avg Per Capita Personal Income Counties

Note: Facilities reporting under $40 per week for full-time care and $30 per week for School Age In were excluded from the analysis. 
August 2002
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TABLE 3
ALL TENNESSEE COUNTIES (50% or less subsidies)

DAYCARE CENTERS
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $     107.07  $      100.08  $     90.79  $        77.94  $    52.24 

70th Percentile Fee for Age Bracket  $    118.10  $    110.00  $     93.75  $      72.00  $     50.00 
75th Percentile Fee for Age Bracket  $    125.00  $    114.00  $     97.63  $      75.00  $     50.00 
85th Percentile Fee for Age Bracket  $    135.00  $    125.00  $   109.00  $      88.03  $     60.00 
90th Percentile Fee for Age Bracket  $    145.00  $    132.00  $   117.50  $    100.00  $     66.50 

Offering Care in this Age Bracket 914 1053 1555 434 691

Total Facilities 2581

GROUP HOMES
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $      82.02  $      79.64  $     75.20  $        63.20  $     44.00 

70th Percentile Fee for Age Bracket  $     89.13  $    85.00  $   80.00  $      70.00  $    50.00 
75th Percentile Fee for Age Bracket  $     90.00  $    90.00  $   81.35  $      75.00  $    50.00 
85th Percentile Fee for Age Bracket  $   100.00  $    95.00  $   90.00  $      76.00  $    55.00 
90th Percentile Fee for Age Bracket  $   110.00  $  100.00  $   94.38  $      82.40  $    55.00 

Offering Care in this Age Bracket 358 376 456 113 138

Total Facilities 474

FAMILY HOMES
Infants Toddlers 2-5 Yrs Old School-Age Out School-Age In

Average Fee for Age Bracket  $      75.86  $      74.24  $      71.95  $        60.96  $    48.33 

70th Percentile Fee for Age Bracket  $    80.00  $    80.00  $     75.00  $        65.00  $    55.00 
75th Percentile Fee for Age Bracket  $    85.00  $    85.00  $     80.00  $        65.00  $    55.00 
85th Percentile Fee for Age Bracket  $    90.00  $    90.00  $     85.00  $        75.00  $    65.50 
90th Percentile Fee for Age Bracket  $    95.00  $    95.00  $     90.00  $        80.00  $    72.00 

Offering Care in this Age Bracket 416 425 446 108 57

Total Facilities 454

Note: Facilities reporting under $40 per week for full-time care and $30 per week for School Age In were excluded from the analysis. 
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